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Methods of Teaching Estate Accounting and
*
Taxation
By Harold Dudley Greeley
A teacher who is earnestly interested in his subject changes his
methods from time to time, especially in a subject which is grow
ing rapidly as is this one. Certainly my methods today differ
materially from my methods at New York university in 1908.
Formerly the bookkeeping and accounting of estates were stressed
but now the emphasis is laid upon taxation. This change has
been due partly to a developing understanding of the subject, but
chiefly to the tremendous increase in importance of taxation.
Today it seems to me that estate accounting and taxation should
be taught as, roughly, 90% law, 5% probate practice, and 5%
bookkeeping and accounting.
The object of this course as given at Columbia is to prepare a
student who already has a fair working knowledge of double-entry
bookkeeping to install and operate adequate accounts for execu
tors, administrators and testamentary trustees and to prepare for
them any tax return1 or statement of account required of them
during or at the close of their administration. It has been said
that no man who is not bigger than his job is big enough for it.
Therefore, while we do not attempt to produce lawyers or tax
consultants, we do aim to make our students intelligent about the
larger problems in the administration of decedents’ estates and
testamentary trusts and, by providing a general view of adminis
trations, to enable a person working on a particular part to see the
importance of his work in relation to the whole.
The method of attempting this is to teach principles and to give
a general idea of the best practice but to ignore the unimportant
details of statutes which ordinarily are not carried in one’s mind
but are referred to upon occasion. The most striking examples
probably are the statutes of descent and distribution, those speci
fying legal investments for trustees, and section 211 of the revenue
* A paper read before the American Association of University Instructors in Accounting, De
cember 29, 1933.
1 Beginning in September 1924, the course at Columbia will be given in two parts, each includ
ing 15 class sessions. The first part deals with estate accounting and the second with estate tax
ation.
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act of 19212 which gives the surtax rates. The student should be
taught where to find statutes of this kind, but in my judgment it
would be asinine to require him to commit them to memory. A
possible exception can be made just prior to a C. P. A. or other
public examination, when he should be cautioned to memorize the
important features of such statutes for that occasion only and to
try to forget them promptly thereafter.
In rough outline, the course begins with a description of the
general procedure in the administration of an estate, including
therein definitions and explanations of the principal titles, terms
and practices found in such work and a definite description and
example of the form of statement of account usually rendered at
the close of the administration. This latter requirement is to pro
vide at the outset a view of the goal toward which all of the cur
rent work proceeds. The law of wills is not considered, but the
law underlying the various steps in administration is studied in
conjunction with principles of accountancy as they relate to the
usual situations which arise in practice. The course then pro
ceeds to the method of admitting wills to probate, the appoint
ment and control of executors, administrators and trustees, the
discovery, collection and care of assets, the preparation of inven
tories, the advertising for creditors, the payment of administra
tion expenses, funeral expenses, taxes, debts and legacies, and the
accounting at the close of the administration. During the latter
part of the course the work of testamentary trustees is studied,
with particular reference to the apportionment of items between
principal and income.
While New York and federal taxes are studied in considerable
detail, no attention is paid to the taxation of non-resident estates.
It is believed that this topic is much too complicated to be covered
in a thirty-hour course. Students, however, should be taught
where to find the law when needed. No attempt is made to teach
the methods of securing transfers of stocks owned by a decedent.
It will be recalled that corporations are made collecting agents for
taxes by being forbidden to transfer stocks standing in the dece
dent’s name until the necessary waivers are secured from the
proper state officers. In order to secure the transfer of certain
capital stock, waivers must be obtained from six states regardless
of the state of decedent’s residence. In a recent case which was
not unusual inheritance taxes were paid in five states, Colorado,
2 Section 211 of the revenue act of 1924.
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Kentucky, West Virginia, New York and New Jersey. It is evi
dent, therefore, that the subject of non-resident inheritance taxa
tion can not be taught in a short course such as the one we are
considering.
It is believed that the discussion of mid-term examination re
sults and the discussion of the last preceding final examination are
valuable teaching expedients. They give the student a feeling of
security through indicating to him the general plan of the exami
nations. Incidentally all students are put on the same basis,
whereas otherwise those who live in fraternity houses will usually
be able to obtain preceding examinations without difficulty while
those who do not are unable to secure them.
The methods of teaching will vary with the location of the city
where the course is given. Those described in this paper can be
applied best in large cities where students include undergraduates,
graduate students in business, political science, law, and other
graduate schools, students who are not taking other courses but who
are public accountants, attorneys and trust-company employees,
many of whom subscribe to tax services, read newspaper columns
for investors and taxpayers and go into court on actual estates.
The method used is primarily the lecture method3 with recita
tions on past lectures and on required reading assignments. The
home work consists of writing up class notes, solving problems,
studying reading assignments and preparing written questions for
submission. The last point is later described more at length.
It is believed that the lecturing should not be too formal. The
best results are usually secured by having the lecturing consist of a
running comment on the topic, time being taken to dictate brief
definitions and summaries. Interruptions for questions from the
class can profitably be encouraged provided they do not go to the
point of leading the class discussion away from the topic under
consideration.
Recitations should be based on oral questioning on topics pre
viously covered, preferably through cases which require thought
and application rather than memorization. For example, on a
review, students were asked to detect all the errors in the follow
ing narrative with which they were supplied. This narrative
has about as many mistakes as possible, while still preserving the
general semblance of reasonableness and truth.
• Beginning in September 1924, the work of the course includes the study of a textbook on
estate accounting.
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Henry Philips, a resident of New York, died May 15, 1921, leaving no
widow but leaving one son, one granddaughter (the daughter of a deceased
son) and two great-grandchildren (the only surviving descendants of a
deceased daughter). In his nuncupative will he named Arthur Conklin
as administrator and provided that under no circumstances was Conklin
to be required to give a bond. Accordingly the probate judge issued let
ters of administration to Conklin without requiring a bond, although
Conklin was a non-resident of New York and badly involved financially.
The will of the deceased intestate provided gifts causa mortis to his next
of kin as follows:
A devise of a necklace to Dora Gray, a friend.
A specific devise of $10,000 to his son George.
A general legacy of his New York city real estate to his granddaughter
Ethel.
A demonstrative legacy of $5,000 to Graham, his butler.
A specific legacy of his library to his son George.
All the rest, residue and remainder of his personal property to Conklin
to hold as executor during the life of the granddaughter, Ethel, the
income to be paid to her, and on her death the unexpended portion of
the principal to be conveyed to the great-grandchildren as heirs.
All the rest, residue and remainder of his real property to the X Trust
Company to hold in trust for 15 years, accumulating the income for
the benefit of his son George, who was 45 years old at the date of
Philips’ death.
The assets of the estate consisted of the following property, all of which
was inventoried by the administrator at the amounts specified:
Household furniture and personal effects.......... $5,000.00
Necklace................................................................
1,500.00
Cash on hand........................................................
1,647.28
Deposit in savings bank:
Balance Jan. 1, 1921, with inter
est to that date.................... $241.67
Interest to May 15, 1921...........
3.62
---------245.29
Stocks and bonds, market value $17,540—par.. 18,700.00
Library, appraised value......................................
2,000.00
Real estate in New York city............................. 20,000.00
Real estate in Albany, N. Y................................ 12,000.00
Life insurance payable to son.............................
5,000.00
Conklin executed a deed of the New York city real estate to Ethel and
offered to execute one covering the Albany realty to the X Trust Com
pany, but the company refused to accept it on the ground that the trust
was not lawful.
At this point in the administration of the trust, Conklin died and an
executor c.t.a. was selected by the heirs to complete his work.

Students are urged to keep orderly class notes. An analogy is
drawn between notes taken in class and entries in books of origi
nal entry. As the latter should be posted to ledger accounts for
useful classification, so the former should be posted to permanent
notes in loose-leaf form. Students should be required periodi
cally to submit their notes for the teacher’s inspection.
The problems assigned for home solution may preferably be
C. P. A. problems, ranging from simple ones to those which are
complex. As a part of the solution, students may be required to
note all errors in terminology and procedure, but of course they
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should be cautioned not to comment on such matters in an offi
cial C. P. A. examination. The solutions may be collected at
irregular intervals in order to make sure that they are being pre
pared, but grading the solutions is not believed necessary. The
chief points of each solution can be explained briefly at the session
following the assignment of the problem.
The matter of the reading assignments presents one of the
most perplexing teaching features. Because of the scope of the
course, complete text in New York, for example, would cost about
$200 and much of it would become obsolete in six months. Stu
dents sometimes have access to law libraries but regular law
readings can not be assigned because few students have been
trained to use a law library. Bearing in mind the conception of
the course as 90% law, it is obvious that a technical text general
enough to sell throughout all the states would be too large and
expensive for use in any one state. Differences among states are
marked and there are differences even among the five counties
which compose the city of New York. In one, an executor is not
allowed credit for the payment of taxes on decedent’s realty
prior to death, because such a tax is held to be a lien on the realty
to be paid by the devisees or heirs and not out of the personal
estate. In another county the executor is allowed credit because
the lien is regarded merely as a means of collection not affecting
the essential fact that taxes are really debts of the decedent.
This difference was discussed in an article which I wrote for
Trust Companies in April, 1909, and it is still noted in Heaton on
Surrogates' Courts (fourth edition, page 1274).
In view of the differences and technicalties of local laws, one
solution for reading assignments is mimeographed notes prepared
by the teacher and sold to students approximately at cost. These
must be kept up to date. The New York legislature in 1923
completely changed the rates of commissions and it made other
important changes. As soon as the Frick case, brought by the
state of Pennsylvania, is decided by the United States supreme
court, we expect a radical change in the method of computing the
New York inheritance tax; namely, the right to deduct the fed
eral estate tax in estimating the net taxable estate passing by
transfer.
The mimeographed notes prepared by the teacher contain a
graphic outline of administration, definitions of fundamental
terms, a form of summary statement of account, and various
200
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problems.4 These are supplemented by printed copies of all the
statutes involved. It is believed wise to start with the statutes
in their original form and then to follow with government regula
tions and the comments of text writers. Constant references to
the statutes themselves bring students back to the main highway
of thought and keep them from browsing along the bypaths of
discussion in what various writers have to say about the law.
The submission of written questions by students has proved a
useful expedient for determining which students are thinking
about the course. It is well to require the submission of a written
question by each student at the beginning of each session. These
questions usually should not be answered because the classroom
time will not permit and because the teacher as a rule will have no
time to investigate all of the obscure points raised by the better
students. Incidentally, however, the teacher gets the benefit of
many suggestions for improvements when he next gives the
course. All questions that reveal a misunderstanding of any
fundamental point may properly be answered individually either
before or after class. Questions are graded solely on the basis of
their intelligence. No credit should be given for a question
which the student could answer for himself by referring to his
notes. For example, a question such as “What is the difference
in meaning between next of kin and heirs at law?” should entitle
a student to no credit because that is a point explained in the
notes issued to students. No credit should be given for questions
on matters in advance of the point which the class has reached.
No credit should be given for questions which appear to be based
on actual cases with which the student is familiar. In short the
object of requiring the submission of written questions is to
ascertain whether or not a student is thinking about' the course.
In order to illustrate this matter of students’ questions, the
following actual questions are given. They have been classified
as concerning practical and theoretical tax matters, administra
tion procedure and accounting.
1. In computing the net taxable transfer under the New York
inheritance tax law, we are allowed to deduct trustees’
commissions on principal but we are not allowed to
deduct federal estate tax. Where the trust fund con
sists of the residue out of which the federal estate tax
These have since been included in a textbook on estate accounting.

201

The Journal of Accountancy
must be paid, are we required to deduct this tax in
estimating the trustees’ commissions?
2. It is a fundamental principle that property taxation shall
be equal in its burdens and uniform in its application.
How, then, can you justify inheritance taxation that
makes a distinction between collateral kindred or
strangers in blood and kindred in the direct line?
3. Are the schedules filed with the New York tax commis
sion accepted by the surrogate as the estate inventory,
so far as they are applicable?
4. Can a trust be set up before the estate is settled? If
not, does the beneficiary lose the income during the
period of administration?
5. In the executor’s accounts as presented for judicial settle
ment, how do you determine whether or not to have
separate summaries for principal and income?
6. When an executor pays the New York inheritance tax
within six months, can the discount thereby secured be
recorded as income?
In conclusion it may be noted that this subject is essentially a
living one and can never properly be given twice alike in every
particular. A knowledge of double-entry bookkeeping should
be a prerequisite and it is preferable for students to have a fair
knowledge of business law and accounting, particularly for such
points as the valuation of goodwill in a decedent’s business as a
sole proprietor or partner. Principles should be stressed and
illustrated by many examples, but it is not believed advisable to
run a set of executor’s books throughout the course or to fill in
actual court forms. Both these procedures tend to emphasize
form and take time away from more important topics. The
teacher must of course keep up to the minute in matters of law,
particularly taxation. It would seem advisable that the subject
should not be combined with other types of fiduciary account
ing. Under the title of “estate accounting and taxation” and
including testamentary trusts the subject is heavy enough for
a thirty-hour course.
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